Before the s

FEDERAL COMMUNICATIONS COMMISSION
Washington, D. C. 20554

In the Matter of ) ///
)
) CC Docket No. 93-124 |

Treatment of Operator Services
Under Price Cap Regulation ) ~

AT&T REPLY COMMENTS

Pursuant to the NPRM in this proceeding,’
American Telephone and Telegraph Company ("AT&T") hereby

replies to the comments of other parties on the

Commission's oronosal to establish a new service cateaqQryv
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rate elements of local exchange carriers ("LECs") subject
to price cap regulation.?

The NPRM correctly concludes that a separate
service category for LEC operator services will protect
access customers from potentially excessive and
discriminatory pricing of those rate elements. None of
the LECs that oppose that proposal provides any valid

basis for the Commission to refrain from implementing

1 Treatment of Operator Services Under Price Cap

Regulation, CC Docket No. 93-124, Notice of Proposed
Rulemaking, FCC 93-203, released May 26, 1993
("NPRM") .

2 Appendix A lists the commentors on the Commission's
proposal.



this modest revision to the structure of the LEC price

cap plan.

As explained in the NPRM,- in recent years the
Commission has authorized the LECs to establish rate
elements for operator transfer and line status
verification services under waivers of Part 69 of the
Commission's rules.? Most of the major exchange carriers
have now implemented one or both of these operator
offerings in accordance with the Commission's decisions.
However, price cap regulation which the Commission has
implemented for most Tier 1 LECs does not specifically
address the classification of the LECs' operator services
rates.

Because of the lack of a specific rule
mandating the classification of LEC operator services,
price cap LECs have accorded these services widely
disparate treatment. Some carriers have incorporated one

or both of these rate elements in their interexchange

> NPRM, Y 2 and nn.3-5 (citing waiver orders).

1 Operator transfer service is provided by the LEC when
a customer seeking to place an interexchange call
reaches the LEC operator system by dialing "0-" (i.e.,
the digit 0, without the called telephone number).

The LEC operator transfers the call to a subscribing
interexchange carrier ("IXC"). With line status
verification, the LEC operator at the request of the
IXC determines whether an access line is busy or out-
of-service, and in emergencies may also interrupt the
conversation on a busy line.









arguments against the NPRM's proposal. None of these
claims withstands analysis.

First, the LECs contend that restricting their
access pricing flexibility with respect to operator

serriges de Jmnecesaarv. begange thnae afferinags _are.
e e —————————

assertedly highly competitive. This claim is entirely

based on evidence of competition for interexchange

operator services, rather than for the operator transfer
and line verification functions provided by the LECs.
Both of these offerings are clearly monopoly access
services. For example, although various dialing
sequences for reaching an IXC are available to end users,
IXCs must subscribe to the LECs' operator transfer
service to receive calls dialed "0-" by their customers.'?
Similarly, only the LECs possess the necessary facilities
to provide busy status verification to IXCs for
terminating access lines.!'®> There is no basis for the
LECs to assert that market forces are sufficient to
protect access customers from excessive or discriminatory
pricing of these rate elements.

In a related vein, several LECs claim that the

Commission's proposed banding limits on these services

12 Sie, e.g., Ameritech Waiver Order, 6 FCC Rcd at 1541
(Y 5).

13 See AT&T Transmittal No. 1238, filed June 1, 1988,
Description and Justification, p. 19 n.*.




would unduly constrain their pricing flexibility,
particularly to effectuate downward adjustments in their
operator services rates.!* These assertions are likewise
unfounded. The NPRM would simply establish a new service
category for LEC operator services. Nothing in the
NPRM's proposal would alter the pricing flexibility which
the LECs already possess under the Commission's price cap
rules.

The LECs further contend that establishing a
separate operator services category with banding limits
would impose unwarranted administrative burdens on those
carriers and would unduly complicate the Commission's
price cap monitoring responsibilities.!® These
unsupported assertions are frivolous. In order to
prepare revenue weightings for their current price
indices, the LECs already compile the same base period
demand information for their operator services that would
be required to establish a separate service category for
those rate elements. Moreover, the same regulatory tools
that the Commission already uses to determine the LECs'
compliance with their current basket and service category

limits, such as the annual Tariff Review Plans ("TRPs"),
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ee, e.9., BellSouth, p. 3; GTE, p. 2; NYNEX, p. 3.

1> See, e.g., Bell Atlantic, pp. 1, 3; BellSouth, p. 4;
SNET, p. 2; United, p. 3.



can readily be used to monitor these carriers' adherence
to the band limits for a new operator services category.
Finally, some commentors'® urge that the
creation of a separate operator services category be
deferred until after the review of the LECs' performance
under price caps which the Commission is scheduled to
commence next year.l!” None of these parties, however,
explains how that delay would benefit the Commission's
performance review or serve the interests of access

ratepayers. Moreover, the LEC Price Cap Order emphasized

that, in the interim leading up its performance review,
the Commission would carefully scrutinize the operation
of its incentive regulation plan for these carriers and
would make adjustments to those rules as necessary.!® As
shown above, the NPRM correctly identifies a need for
such modification with respect to the treatment of
operator services rate elements. There is no reason to

put off the implementation of that revision.
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ee Bell Atlantic, p. 1; USTA, p. 5; U S WEST, p. 3.
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ee Policies and Ruleg Concerning Rates for Dominant
Carriersg, 5 FCC Rcd. 6786, 6834 (1990) ("LEC Price Cap

Order") (1Y 385-386).

18 1d4. at 6834 (9 388).



SENT BY:AT&T

WHEREFORE, for the reasons stated above, the
Commission should adopt its proposal to establish a
separate service category in the traffic senasitive basket
for the LECs' operator services rate elements.

Regpectfully submitted,

AMERICAN TELEPHONE AND TELEGRAPH COMPANY

By _ Puetinr gfzi%§*¢“7 (jfﬁff>

Franci
Robert”dJd. McKe
Peter H., Jacoby

Its Attorneys
295 North Maple Avenue

Room 3244J1

Basking Ridge, New Jersgey 07920

July 21, 1993
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APPENDIX A

Ameritech Operating Companies ("Ameritech")

Bell Atlantic Operating Companies ("Bell Atlantic")
BellSouth Telephone Companies ("BellSouth)

GTE Service Corporation ("GTE"

NYNEX Telephone Companies ("NYNEX")

Pacific Bell and Nevada Bell ("PacTel")

-_— l;’" i 1Y (,h__‘;’;] C Ay ah W el i & | —

Southern New England Telephone Company ("SNET")
United and Central Telephone Companies ("United")
United States Telephone Association " (USTA")

U S WEST Communications, Inc. {("U S WEST")
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CERTIFICATE OF SERVICE

I, Ann Marie Abrahamson, do hereby certify that
on this 21st of July, 1993, a copy of the foregoing "AT&T
Reply Comments" was mailed by U.$. first c¢lass mail,
postage prepaid, to the parties on the attached Service

List,

Ann Marie Abrahamson
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SERVICE LIST

Michael S. Pabian

Ameritech

2000 W. Ameritech Center Dr., 4H76
Hoffman Estates, IL 60196-1025

Christopher W. Savage

Edward Shakin

Edward D. Young, III

Bell Atlantic Telephone Companies
1710 H St., N.W.

Washington, D.C. 20006

M. Robert Sutherland

Richard M. Sbaratta

Helen A. Shockey

BellSouth Telecommunications, Inc.
4300 Southern Bell Center

675 West Peachtree St., N.E.
Atlanta, GA 30375

Gail L. Polivy

GTE Service Corporation
1850 M St., N.W., Suite 1200
Washington, D.C. 20036

Edward R. Wholl

Joseph Di Bella

New York Telephone Co. and
New England Telephone and
Telegraph Co.

120 Bloomingdale Road

White Plains, NY 10605

James P. Tuthill

John W. Bogy

Pacific Bell/Nevada Bell
Room 1530-A

Michael J. Shortley, I
Rochester Telephone Corporation
180 South Clinton Avenue
Rochester, NY 14646

Rochelle D. Jones

Southern New England Telephone Co.
227 Church Street

New Haven, CT 06506-1806

James. E. Taylor

Richard C. Hartgrove

Thomas A. Pajda

Southwestern Bell Telephone Co.
One Bell Center, Room 3520

St. Louis, MO 63101

James C. Keithley
United and Central
Telephone Companies
1850 M St., N.W., Suite 1100
Washington, D.C. 20036

Craig T. Smith

United and Central
Telephone Companies

P. O. Box 11315

Kansas City, MO 64112

Martin T. McCue

Linda Kent

United States Telephone Association
900 19th St., N.W., Suite 800
Washington, D.C. 20005-2106

James T. Hannon
Laurie J. Bennett

XX ITIOVTY o

San Francisco, CA 94105

James L. Wurtz

Pacific Bell/Nevada Bell

1275 Pennsylvania Ave., N.W.
Washington, D.C. 20004

1020 19th St., N.W., Suite 700
Washington, D.C. 20036



